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A RESOLUTION outlining Seattle City Light's strategy for neeting
the goal of zero net greenhouse gas enissions and establishing
specific greenhouse gas mitigation targets and tinelines.

VHEREAS, gl obal warning represents a clear and increasingly

i mmi nent danger to the econonic and environnental health of the
world, and to specific qualities of life for the Seattle area

i ncludi ng water supply, hydroelectric energy production, air
quality, forest health, species protection and recreationa
activities; and

WHEREAS, | ocal action to reduce greenhouse gas [GHG enissions is
consistent with Seattle’'s environmental commitnents and its other
high priority policy objectives, including conpetitive energy costs
and pronoting energy security; reducing traffic congestion

i mproving local air quality; salnon recovery; restoring urban
forests; and inproving the efficiency productivity of both public
and private institutions; and

VHEREAS, energy production and consunpti on accounts for the vast
majority of human-caused GHG emi ssions, and Seattle has an
extraordi nary opportunity to control its ow electric energy future
by virtue of its ownership of Seattle Gty Light; and



WHEREAS, Council Resol ution 30144 establishes a goal of neeting the
el ectric energy needs of Seattle with no net GHG em ssions; and

WHEREAS, the Executive convened a G eenhouse Gas Advisory Comittee
to recommend to the Superintendent of City Light how to best neet
that goal ; and

VWHEREAS, City Light has a unique opportunity to achi eve no net CHG
em ssi ons because it has a wealth of clean hydro-electric resources
i ncludi ng power fromthe Skagit Ri ver, Boundary and ot her dans and
because City Light’'s innovative new contract with the Bonneville
Power Adninistration specifies that Seattle will receive a majority
of its federal power allocation fromspecific hydro-electric and
non-fossil fuel generation resources; and

WHEREAS, City Light has nade an outstanding conmitnent to
addi ti onal energy efficiency investnents and new r enewabl e
resources that are estinmated to prevent an increase in GHG

em ssions associated with both imrediate and | ong-term |l oad growth
over the next ten years; and

VWHEREAS, to neet the no net GHG em ssions goal, City Light focuses
its mtigation efforts on the estimated GHG eni ssi ons associ at ed
with its resource portfolio; and

WHEREAS, the GHG emissions attributable to a utility that is nostly
dependent upon hydroel ectricity yet interconnected and

i nt erdependent with an enornous electricity grid is difficult to
assess with precision; and

VWHEREAS, not withstanding this uncertainty, City Light, in
consultation with the Advisory Conmittee conprised of experts from
academic institutions, state and regi onal agencies, private

busi ness, City Light customers, and public interest organizations
reached consensus on a nethod for calculating Gty Light's current
and likely future GHG em ssions and a process for mitigating those
em ssions; and

VWHEREAS, GHG enission offsets of sufficient quantity and quality
are currently available to conpensate for CGHG eni ssions
attributable to City Light at a nodest cost; and

VWHEREAS, City Light is currently gaining val uable experience in the
mar ket for GHG offsets as it selects and contracts with projects to
mtigate for its power purchase fromthe Kl anmath Cogeneration
Facility; and

VWHEREAS, early action to nmitigate GHG eni ssi ons takes advant age of
relatively inexpensive nitigation options that nay not be avail able
in the future

NOW THEREFORE, BE | T RESCLVED BY THE CITY COUNCIL OF THE QA TY OF
SEATTLE, THE MAYOR CONCURRI NG, THAT:

1. Seattle City Light will continue to reduce its GHG em ssions as
qui ckly and aggressively as possi ble through energy efficiency and
renewabl e energy resource investnents. As a natter of policy,



reduci ng or avoiding the environnental inpacts of energy production
and use through efficiency and the devel opnment of new renewables is
preferable to mitigating or offsetting those inpacts. |Investnments
in efficiency and renewables will be counted toward neeting the
estinmated mtigation obligation only if they reduce the anount of
fossil fuel resources in City Light's portfolio.

2. City Light will expeditiously execute comritnments to mitigate
for all of the GHG enissions attributable to it, according to the
foll owi ng terns:

a. The initial "GHG footprint" for City Light is estimated to
nmtigate for 150 average MW of fossil fuel resources. The out put
of these resources is converted to carbon dioxide equivalents for
m tigation purposes.

i. The GHG eni ssions associated with the power purchase fromthe
Kl amat h Cogeneration project are estimated to be 247, 752 nmetric
tons of CO2 annually fromJuly 1, 2001 through June 30, 2005.

ii. The GHG em ssions associated with market purchases, power
purchased fromthe Bonneville Power Adm nistration (BPA), the

rel ated upstream emi ssions for BPA and narket purchases, and
internal operations are estimated to be 362,976 netric tons of CO2
annual |y from 2003 t hrough 2005.

iii. Any additional GHG enissions fromlonger term new power
contract/purchases included in City Light's resource portfolio.

b. Because of the uncertainty of estimating CGHG eni ssions

associ ated with market purchases, City Light will track and

eval uate these em ssions and report back to Council in August of
each year on these enmissions. |If the anbunt of emissions is
significantly greater than initially estimated, then Gty Light
will add the additional GHG enissions associated with this increase
toits mitigation obligation during that year

c. City Light will imediately pursue the possibility of acquiring
third party certification of its no net greenhouse gas "footprint"
and offset purchases and will report back to this committee by

Sept enber 15, 2001

d. By August, 2002, City Light will develop an internal protoco
for managi ng and m ni m zi ng | eakage of Sul fur Hexafl uoride (SF6)
and will report to Council the estimted | eakage of SF6 fromCity
Li ght operations and present a plan to prevent and reduce such

| eaks in the future.

3. City Light will purchase offsets for GHG nmitigation as close in
tinme as the occurrence of actual emissions according to the
followi ng tinmeline:

a. City Light will double the quantity of CO2 offsets it purchases
in 2002 fromthe 2001 Request for Proposals provided it can
purchase that anount of credible, verifiable, sound offsets within
the budget allocated for this solicitation. These offset

purchases will nmitigate for the first two years worth of enissions



associ ated the Kl amath Cogeneration facility which are estinated to
be 495,504 netric tons.

b. 1In 2002, City Light will solicit proposals to come into ful
mtigation conpliance for its 2003 annual "footprint" of enissions
which is estimated to be 610,728 netric tons of CO2 per year (2.a.i
and 2.a.ii). Any additional enissions identified (2.a.iii and 2.h)
will be added to this estimated total. It will execute conmitments
for these offsets in 2003.

c. In 2003, and each subsequent year, the process outlined above
wi |l be repeated.

d. City Light may issue solicitations for offsets to cover nore
than one year’s enissions, provided that at the end of each year
begi nning in 2003, it has executed conmmitnents sufficient to offset
all of that year’s enissions.

e. In 2004, Cty Light will reassess its GHG footprint for 2006
and beyond, and revise mitigation obligations accordingly. It wll
ensure sufficient time to solicit offsets in 2005 so necessary

of fset purchases can be made in 2006 to neet the revised nmitigation
obligation. A sinmilar advisory group will be assenbled to help
eval uate and reconmend proposals for the revised nitigation

obl i gation.

4., Budget estinmates and guidelines for purchasing GHG em ssi on
of fsets are as follows:

a. City Light estimates that $5 per netric ton of CO2 is
sufficient to cover the cost of offset purchases in each of the
next few years. This range should allow for purchasing at |east
sone of fset projects within the City or region which are expected
to be at higher cost per ton yet still allow the total average to
equal $5/ton. For cal endar years 2003 through 2005, City Light
expects to mitigate 610,728 tons per year for an annual cost of
approximately $3 million per year. Expenditures for CHG emni ssions
of fsets shall be made fromwithin Seattle Gty Light's existing
budget until one or nore of the Power Cost Adjustnents passed in
2001 have been retired.

b. City Light will continue to follow the criteria established by
The Climate Trust in its joint Request for Proposal with The Trust
that was issued in January 2001 (Attachment A) with the follow ng
nodi fi cati ons:

i. City Light will aggressively solicit and give priority to

| ocal projects as long as they allow the total average cost to
remain within $5/ton and preserves enough funds to neet the ful
mtigation obligation for that year.

ii. City Light will favor projects that deliver actual mitigation
as close to the period in which the enmissions occur as practicable.

Adopted by the City Council the day of , 2001

and signed by ne in open session in authentication of its adoption
this day of , 2001




Presi dent of the City Counci

THE MAYOR CONCURRI NG

Paul Schell, Mayor

Filed by me this day of , 2001

City derk

7/ 23/ 01
version 3

Attachnent A
Criteria for the Request for Proposals (RFP)

The City of Seattle and The Cimate Trust (The Requesters) are
seeking offsets that neet the description of needs provided bel ow
Most of these needs descriptions are conmon to both The Trust and
Seattle. Conmon needs are either identified as pertaining to "The
Requesters,” or refer to no specified organization. Needs specific
to The Trust are identified by nam ng "The Trust," and needs
specific to Seattle are identified by nam ng "Seattle" and are
shown in italics.

Total amount of project funding: The Trust has a need for
contracting for a m ninum of $5,500,000 in offsets. Seattle has
set a target of acquiring 247,000 netric tons of CO2 equival ent.

Nunmber of projects: The Trust anticipates acquiring from3 to 10
projects. Seattle anticipates acquiring from1l to 4 projects.

Si ze of projects: The Requesters are seeking projects for which
their funding | evel would be $250,000 or greater. Proposals for

| ess than this anmobunt may or may not be considered, at the

di scretion of The Requesters. The largest project The Trust will
consider would involve $2 mllion of funding from The Trust. The
| argest project Seattle will consider would involve all 247,000
netric tons.

Type of greenhouse gas: As required by Oregon statute, The Trust
will consider only offsets that directly avoid, displace, or
sequest er em ssions of carbon dioxide (CO2). The Trust wll not
consi der emi ssions reductions of other greenhouse gases for

pur poses of quantifying em ssions reductions, but rather may

consi der these when eval uating co-benefits. Seattle will consider
of fsets that directly avoid, displace, or permanently sequester

em ssi ons of any greenhouse gas addressed by the Kyoto Protocol

and is not restricted to acquiring carbon dioxide offsets as is The
Trust.

Quantifiability of offsets: The Requesters will consider only
projects that directly avoid, displace, or sequester the
appropriate greenhouse gas (See "Type of greenhouse gas"), and
where the anmount of Carbon D oxi de Emi ssions Benefit can be



quantified, taking into consideration any proposed neasurenent,
noni toring, and evaluation of mitigation neasure perfornmance. A
Carbon Di oxi de Emissions Benefit is quantifiable if the tota
anount of the reduction can be determ ned, and the reduction is
calculated in a reliable and replicable manner

Timng of project inplenentation: The Requesters will consider only
projects where nitigation neasures will be inplenmented in the
future, subsequent to contract execution. The Requesters will not
consi der projects where mitigation neasures have been i npl enent ed
prior to contract execution. The Requesters will require that the
i npl enentation of mitigation neasures proposed by a project be

pl anned for conpletion within five years fromthe date of contract
execution.

Additionality requirenent: The Requesters will only fund projects
where mtigation neasures would not occur in absence of offset
project funding. Projects for which the applicant or other party
derives benefits, including financial benefits, other than those
relating to carbon dioxide benefits, are eligible.

Regul atory surplus: The Requesters will consider only projects
where the Carbon Dioxi de Em ssions Benefit is over and above what
is required by law. An emission reduction is surplus if it is not
otherwi se required of a source by current regul ations or other

obl i gati ons.

Types of projects: The Requesters will consider offsets based on
renewabl e energy, energy efficiency, supply side energy (such as
fuel switching), and CO2 sequestration. Sequestration projects
include forest preservation, reforestation, afforestation, and
forest nmanagenent. Agricultural projects which increase soi
carbon are eligible, but The Requesters will especially scrutinize
how t hese projects address quantifiability and pernmanence.

Portfolio diversity: The Requesters consider it inportant to
acquire a portfolio of diverse project types. Projects which help
nmeet this portfolio diversity objective may recei ve speci al
consi der ati on.

El i gi bl e proposers: The Requesters will accept proposals from non-
profit and for-profit corporations, governnment agencies, nationa
| aboratories, individuals, and conbinations of the these parties.

Per manence: The Trust prefers projects that permanently avoid or

di spl ace em ssions of carbon dioxide, such as energy-rel ated

proj ects, over projects that tenporarily sequester carbon. Seattle
requires projects that permanently avoid, displace, or sequester

em ssi ons of carbon di oxi de and ot her greenhouse gases.

Quar antees: The Requesters prefer projects that provide guarantees,
especi ally carbon benefit guarantees. Guarantees are especially

i mportant for sequestration projects, and woul d provide inportant
support for any project proposal. Carbon Di oxide Enissions Benefit
guarantees nust neet an additionality test, and are preferred over
noney back guarantees. The Requesters woul d consider the use of a
pay-for-performance approach, where The Requesters pay a fixed



anount per ton of CO2 delivered over a specified period of tine, as
a form of guarantee.

Portfolio price range: The Requesters plan to use cost

ef fectiveness as the primary selection factor for offsets, while
achi eving a bal ance between the desire to acquire the | east
expensi ve reasonably assured offsets available with the desire to
acquire a diverse portfolio of projects. The Trust is currently in
negotiations for an offset portfolio with an average price of
approximately $1.50/nmetric ton of CO2 with funding provided by a
prior Oregon power plant. The Trust received funding for this
current solicitation on the basis of a $0.68/nmetric ton of CO2 cost
figure (2000 dollars). The Trust is unlikely to acquire individua
of fset projects that have a price exceeding $10/nmetric ton of CQ2.
Seattle would fund its offsets fromutility revenues, and does not
receive funding at $0.68/netric ton as does The Trust.

Replicability and expandability: The Requesters may consider the
ability to replicate a project in other locations with economn es of
scale or to expand a project at the original site to be beneficial
in project evaluation.

Ceographic linmtations and preferences: The Trust is open to
considering offsets in Oregon, the United States, or
internationally. It is inportant that The Trust acquire sone
offsets in Oregon. The Trust will give sone preference to projects
| ocated in Oregon, and is nore likely to consider projects with
funding levels of less than $250,000 if they are located in Oregon.
Seattle is open to considering offsets located either in the United
States or internationally. Seattle anticipates establishing the
foll owi ng geographic order of preference: Seattle, the greater
Puget Sound regi on, and Washi ngton state. Seattle will give sone
preference to projects located in these geographic areas.

I nternational projects have the sanme requirenents as for The Trust.
Bot h Requesters require an international project to have both a
strong U. S. partner and a strong international partner in the host
country. The U. S. partner nust co-sign the proposal and any

of fset contract. Host country approval for international projects
is strongly encouraged.

Leverage of The Requesters’ funding: The Requesters will eval uate
the cost effectiveness of proposed projects on the basis of the
cost to The Requesters per netric ton of Carbon Di oxi de Eni ssions
Benefit. Projects for which The Requesters provide partial

fundi ng, and/or that enploy financial |everage, such as revolving
| oan pool s and | oan guarantees, are encouraged to apply.

Co- benefits: The Requesters prefer projects with environnental
heal t h, and soci oeconomic co-benefits, and will request information
on co-benefits from proposers. Special consideration nay be given
to projects with excellent co-benefits.

Retirement of credits: The Requesters plan to "retire" the offsets
they acquires, holding themin perpetuity for the benefit of the
citizens of Oregon and Seattle, respectively. The Requesters nmay
use these credits in any manner all owed under any future greenhouse
gas regulatory systemthat may be put into place. The proposer



will not be eligible to receive allocation or credit in the future
in another regulatory setting for the offsets acquired by The
Requesters. The Requesters will not consider offsets that have

al ready been allocated or awarded credit for carbon di oxi de or

gr eenhouse gas em ssions benefits in another regul atory setting.

Assi gnnent and sale: While the primary goal is to "retire" credits,
The Requesters reserve the right to assign or sell Carbon Dioxide
Eni ssions Benefits acquired as a result of this request for
proposals. The Trust has received a nunber of requests from

busi ness, governnent, and non-profit organi zations to provide

of fsets under our G eenhouse Gas Partnership Program These
request are increnmental to the needs described in this
solicitation. The Trust may seek to satisfy these requests by
acquiring incremental offsets fromthe proposals subnmtted in
response to this solicitation

Quantification of the Carbon Di oxi de Eni ssions Benefit

Proposal s nust address the foll ow ng considerati ons when
quantifying the Carbon D oxi de Em ssions Benefit and when pl anni ng
for nmonitoring and verification. For Seattle, enissions benefits
resulting frommnitigation of other greenhouse gases are to be
converted into the Carbon Dioxide Em ssions Benefit as described
under "Units of neasurenent" bel ow.

Additionality: Proposals nust denpnstrate that the mitigation
nmeasures installed by the project would not occur in absence of
of fset project funding. Projects which do not neet this
requirenent will be deened to have no Carbon Di oxi de Em ssions
Benefit and will not be eval uated.

Basel i nes: Proposals nust describe a Wthout Project Baseline and a
Project Case and describe the assunptions and met hodol ogi es used to
quantify each. The difference between the two is the project’s

Car bon Di oxi de Emi ssions Benefit. Proposals nust use dynamc
basel i nes when establishing the Wthout Project Baseline, to the
extent that changes from busi ness as usual are anticipated to occur
during the project Iife. The Requesters will review the proposed
W thout Project Baseline and the Project Case, and nmay use its
judgnent to nodify themfor the purposes of evaluating projects.

Leakage: Leakage is the extent to which events occurring outside of
the project boundary tend to reduce (typically) a project’s Carbon
Di oxi de Eni ssions Benefit. Proposals nust describe how carbon

di oxi de benefit |eakage is addressed by the project, both in terns
of project activities to ninimze |l eakage and in terns of
adjustnents to the project’s carbon di oxi de benefit calculations to
reflect | eakage. Proposals can propose to include enissions
reduction from positive | eakage, but The Requesters will require a
strong justification for such reduction. The Requesters wll
review and nay use their own | eakage factors when eval uating

proj ects.

Range of uncertainty: Proposals nust describe inportant risks and
risk mtigation strategies, and provide an estimate of the range of
uncertainty around the expected carbon di oxi de benefit. The



Requesters may use adjustnent factors other than those proposed by
the devel oper’s em ssions reduction estinates.

Term of Carbon Di oxi de Eni ssions Benefits: Carbon Di oxi de Eni ssions
Benefits will be evaluated over the period of time for which The
Requesters receives rights to this benefit. This period of tine
nmust be equal to or less than the anticipated life of a project.

Units of measurenent: Al CO2 em ssions reduction figures are to be
presented in nmetric tons of CO2. See Appendix A for conversion
factors to be used. Proposals nust justify any variation from
these figures. The Requesters reserves the right to apply its own
conversion factors for the purpose of proposal evaluation. For
Seattle, for projects involving other greenhouse gases, use the
100-year d obal Warnming Potentials provided by the Internationa
Panel on dimate Change.

Moni toring and verification: Proposals nmust include a nonitoring
and verification plan. The purpose of this plan is to define how
the carbon di oxi de benefit will be quantified. The quality of the
proposed nmonitoring and verification plans is a conponent of

proj ect evaluation. The cost of nonitoring and verification should
be included in the project cost bid to The Requesters and specified
in the project budget. Mnitoring and verification are the
responsibility of the proposer, not The Requesters. The use of
third party verification is preferred. Please describe 1)
procedures to be enpl oyed, 2) how the ongoi ng nonitoring and
verification will be funded, 3) the time frame and frequency over
whi ch the nonitoring and verification will occur, and 4) whether a
third party has been identified to audit and confirmthe source
data used to quantify the benefit, and if so, whether the party is
under contract.
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